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Summary  of  Recommendations 


The  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report,  the 
department's  response  thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


Recommendation  #2 


Recommendation  #3 


Recommendation  #4 


We  recommend  the  department: 

A.  Resolve  disputed  drug  rebate  amounts 
in  a  timely  manner. 

Agency  Response  Concur.   See  page  B-4. 

B.  Establish  procedures  to  charge  interest 
on  past  due  drug  rebates  as  allowed  by 
federal  regulations 


Agency  Response  Concur.   See  page  B-5. 
We  recommend  the  department: 

A.  Properly  account  for  the  medical  costs 
of  die  Refugee  Resettlement  program. 

Agency  Response  Concur.   See  page  B-5. 

B.  Reimburse  the  General  Fund  for  its  share 
of  medical  costs  which  should  have  been 
charged  to  the  Refugee  Resettlement  program. 

Agency  Response  Concur.   See  page  B-5. 


We  recommend  the  department  establish  procedures 
to  ensure  all  federal  expenditures  are  properly 
reported  and  billed  in  a  timely  manner 


Agency  Response  Concur.   See  page  B-5. 

We  recommend  the  department: 

A.    Specify  in  the  issuing  agent's  contract 
the  method  to  be  used  in  calculating  the 
state's  ownership  interest  in  the  food 
stamp  inventory. 

Agency  Response  Concur.   See  page  B-6. 
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Recommendation  #5 


Recommendation  #6 


Recommendation  #7 


B.  Require  its  issuing  agent  to  include  Montana 
as  an  additional  insured  for  food  stamps 
inventories  located  in  its  secured  warehouse. 

Agency  Response  Concur.   See  page  B-6. 

C.  Consider  requiring  its  issuing  agent  to  obtain 
an  annual  independent  review  to  ensure  the 
agent's  accounting  controls  are  adequate.     .  . 
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Agency  Response  Concur.   See  page  B-6. 
We  recommend  the  department: 

A.  Monitor  providers'  compliance  with  the 
Personal  Care  Services  program  standards 

in  a  timely  manner  and  follow-up  on  reported 
instances  of  noncompliance  to  ensure  services 
are  provided  within  the  program  rules. 

Agency  Response  Concur.   See  page  B-6. 

B.  Monitor  incidents  and  complaints  in  the 
Personal  Care  Services  program  in  a  timely 
and  on-going  manner 
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Agency  Response  Concur.   See  page  B-7. 
We  recommend  the  department: 

A.  Comply  with  cash  draw  requirements  in  the 
Cash  Management  Improvement  Act  agreement. 

Agency  Response  Concur.   See  page  B-7. 

B.  Provide  appropriate  training  to  employees 
responsible  for  performing  federal  cash  draws.. 


Agency  Response  Concur.   See  page  B-8. 

We  recommend  the  department  establish  procedures 
to  ensure  complete,  accurate,  and  timely  reporting 
in  accordance  with  grant  and  contract  requirements. 


15 


16 


Agency  Response  Concur.   See  page  B-8. 


Page  vi 


Summary  of  Recommendations 

We  recommend  the  department  ensure  established 

procedures  are  adequate  to  submit  an  accurate 

and  complete  Schedule  of  Federal  Financial 

Assistance  to  the  Governor's  Office 19 

Agency  Response  Concur.   See  page  B-8. 

We  recommend  the  department  pay  the  correct 
benefit  amount  to  Low  Income  Home  Energy  Assis- 
tance Program  recipients 20 

Agency  Response  Concur.   See  page  B-8. 

We  recommend  the  Committee  on  Telecommunications 

Services  for  the  Handicapped  consider  seeking 

legislation  to  give  (rather  than  loan)  eligible 

people  specialized  telecommunications  equipment 23 

Agency  Response  Concur.   See  page  B-9. 

We  recommend  the  Montana  Telecommunications 
Access  Program  Committee,  as  required  by  law: 

A.  Adopt  administrative  rules. 
Agency  Response  Concur.   See  page  B-9. 

B.  Establish  and  implement  a  "means  test"  to 
determine  eligibility. 

Agency  Response  Concur.   See  page  B-9. 

C.  Collect  an  appropriate  security  deposit 

for  equipment 25 

Agency  Response  Concur.   See  page  B-9. 

We  recommend  the  department  establish  procedures 

to  ensure  its  federal  special  revenue  account  is 

reconciled  at  each  fiscal  year-end 27 

Agency  Response  Concur.   See  page  B-10. 


Recommendation  #8 


Recommendation  #9 


Recommendation  #10 


Recommendation  #\  1 


Recommendation  #12 
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Summary  of  Recommendations 


Recommendation  #13  We  recommend  the  department  reconcile  and  properly 

resolve  the  differences  for  payments  authorized  by 
the  child  support  system  to  the  payments  disbursed 
by  the  AFDC  computer  system 28 

Agency  Response  Concur.   See  page  B-10. 

Recommendation  #14  We  recommend  the  department  establish  procedures 

to  ensure  accounting  transactions  are  recorded  on 
the  state's  accounting  records  in  accordance  with 
state  accounting  law  and  policy 31 

Agency  Response  Concur.   See  page  B-10. 
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Introduction  and  Scope 
of  Audit 


We  performed  a  financial-compliance  audit  of  the  Department  of 
Social  and  Rehabilitation  Services  for  the  two  fiscal  years  ended 
June  30,  1995.   The  objectives  of  the  audit  were  to: 

1 .  Review  the  adequacy  of  the  management  information  system 
and  make  recommendations  for  the  improvement  of  internal 
and  management  controls  of  the  department. 

2.  Determine  if  the  department  complied  with  applicable  state 
and  federal  laws  and  regulations. 

3.  Determine  if  the  department's  financial  schedules  present 
fairly,  in  accordance  with  state  accounting  policy,  the  results 
of  operations  for  the  two  fiscal  years  ended  June  30,  1995. 

4.  Determine  implementation  status  of  prior  audit  recom- 
mendations. 

This  report  contains  14  recommendations  to  the  department.  These 
recommendations  address  areas  where  the  department  can  improve 
management,  internal  controls,  accounting  procedures,  and 
compliance  with  laws  and  policies.  Other  concerns  deemed  not  to 
have  a  significant  effect  on  the  successful  operations  of  department 
programs  are  not  specifically  included  in  the  report,  but  have  been 
discussed  with  management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and  dis- 
closed the  cost,  if  significant,  of  implementing  the  recom- 
mendations in  this  report. 


Background 


The  legislature  created  the  Department  of  Social  and  Rehabilitation 
Services  (SRS)  as  a  multi-function  human  services  agency  under 
the  Executive  Reorganization  Act  of  1971.   SRS  provides: 

1.  Assistance  to  qualified  individuals  or  families;  for  example, 
food  stamps,  food  commodities,  and  Aid  to  Families  with 
Dependent  Children. 

2.  Medical  assistance. 

3.  Medical  and  educational  assistance  to  the  developmentally 
disabled  and  the  physically  handicapped. 
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4.  Rehabilitation  of  the  vocationally  and  visually  handicapped. 

5.  Child  support  enforcement  assistance. 

The  department  was  organized  into  six  divisions  as  described 
below: 

The  Family  Assistance  Division  responsibilities  included  managing 
and  supervising  several  state  and  federal  programs  which  are 
administered  by  SRS  employees  at  the  counties.   The  division 
develops  policies  and  procedures  for  the  programs  based  on  state 
and  federal  laws  and  regulations  and  supervises  program  implemen- 
tation at  the  counties. 

The  Medicaid  Services  Division  administered  the  federal  Medicaid 
program  and  ensured  that  individuals  who  could  not  afford  appro- 
priate medical  services  received  necessary  care. 

The  Developmental  Disabilities  Division  contracted  with  nonprofit 
organizations  to  provide  services  to  developmentally  disabled 
people.  The  division  administered  the  state's  community-based 
programs  for  individuals  disabled  by  conditions  such  as  epilepsy, 
autism,  and  mental  retardation. 

The  RehabilitativeA^isual  Services  Division  provided  services  to 
Montanans  with  physical  and  mental  disabilities.   These  services 
included  diagnostic  evaluations,  counseling,  job  training,  job 
placement,  independent  living,  extended  employment,  and  sup- 
ported employment. 

The  Child  Support  Enforcement  Division  established  the  paternity 
of  children,  located  parents  who  have  left  their  families,  established 
legal  support  obligations  of  absent  parents,  and  enforced  child 
support  obligations. 

Operations  and  Technology  Division  provided  administration  of 
automated  technology  functions,  fiscal  services,  program  compli- 
ance, and  internal  support.   The  division  developed  the  depart- 
ment's biennial  budget  and  monitored  expenditures  against  estab- 
lished budget  limits.   This  division  also  monitored  the  department's 
two  large  computer  information  systems:    1)  The  Economic 
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Assistance  Management  System  (TEAMS)  is  an  on-line  computer 
application  which  assists  in  determining  aid  to  families  with 
dependent  children,  food  stamp,  and  Medicaid  client  eligibility;  and 
2)  the  System  for  Enforcement  and  Recovery  of  Child  Support 
(SEARCHS)  is  a  computer  system  which  provides  fiscal  and 
statistical  data  for  child  support  enforcement  activities. 

The  54th  Legislature  created  the  Department  of  Public  Health  and 
Human  Services  PPHHS)  effective  July  1,  1995.   At  the  same 
time,  the  legislature  abolished  the  Departments  of  Social  and 
Rehabilitation  Services  (SRS)  and  Family  Services  (DPS).   The 
DPHHS  administers  all  programs  previously  administered  by  SRS 
and,  except  for  Juvenile  Justice,  all  programs  from  DPS.   In 
addition,  several  programs  previously  administered  by  the 
Departments  of  Corrections  and  Human  Services  (CHS)  and  Health 
and  Environmental  Sciences  (DHES)  were  incorporated  into 
DPHHS.  These  include  Mental  Health,  Substance  Abuse, 
Developmental  Disabilities  and  associated  programs  from  CHS  and 
all  Health  Service  programs. 

The  scope  of  this  audit  includes  only  the  SRS  programs.   It  does 
not  include  any  of  the  other  programs  from  DPS,  CHS,  or  DHES 
which  are  now  combined  in  DPHHS.  These  other  programs  have 
been  audited  by  our  office  and  are  reported  in  other  audit  reports. 
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Prior  Audit  Reconunendations 


Prior  Audit  Our  office  performed  the  department's  prior  financial-compliance 

Recommendations  audit  for  the  two  fiscal  years  ended  June  30,  1993.  The  prior 

report  contained  nine  recommendations  still  applicable  to  the 
department.   We  determined  the  department  implemented  five, 
partially  implemented  one,  and  did  not  implement  three  of  the 
recommendations . 

The  recommendation  partially  implemented  relates  to  monitoring 
the  Personal  Care  Services  program  and  is  addressed  again  on  page 
11  of  this  audit  report. 

The  recommendations  not  implemented  relate  to  monitoring  grant 
activity  to  ensure  timely  billing,  accurate  recording  and  reconciling 
of  the  department's  federal  account,  and  establishing  procedures  to 
ensure  proper  accrual  of  revenue  and  expenditure  activity.   We 
address  timely  billing  and  accurate  recording  of  grant  activity  on 
pages  8  and  15.   Federal  account  reconciliation  and  expenditure 
accrual  concerns  are  included  in  the  report  section  on  Accounting 
Record  Accuracy  on  page  25. 
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Uncollected  Medicaid 
Drug  Rdiates 


Background 


We  audited  the  Medicaid  Drug  Rebate  Program  as  part  of  a  joint 
audit  under  a  Partnership  Plan  between  our  office  and  the  Inspector 
General  of  the  U.S.  Department  of  Health  and  Human  Services. 

The  Omnibus  Budget  Reconciliation  Act  of  1990  (OBRA  90) 
established  the  Medicaid  prescription  drug  rebate  program.   The 
purpose  of  the  drug  rebate  program  is  to  ensure  Medicaid  is 
charged  a  fair  price  for  prescription  drugs.   It  is  a  common 
practice  among  drug  manufacturers  to  give  discounts  to  large 
purchasers  of  prescription  drugs,  such  as  hospitals.   The  Medicaid 
programs  throughout  the  United  States  constitute  a  large  purchaser 
of  prescription  drugs.  Before  OBRA  90,  Medicaid  programs  paid 
higher  prices  for  prescription  drugs.  The  federal  law  requires  a 
drug  manufacturer  to  enter  into  rebate  agreements  with  the  federal 
government  for  states  to  receive  cash  rebates  for  the  cost  of  drugs 
dispensed  to  Medicaid  recipients.   The  law  went  into  effect 
January  1,  1991. 


Past  Due  Drug  Rebates 


The  department  maintains  a  computer  system  that  lists  drug 
manufacturers  who  owe  rebates  to  the  state.   However,  the  system 
does  not  separately  identify  amounts  in  dispute  or  past  due.  In 
February  1995,  there  were  approximately  $2.2  million  in  disputed 
or  unresolved  rebates  receivable  on  the  department's  records,  some 
dating  back  as  far  as  1991.  As  of  February  1995,  the  department 
had  not  made  significant  progress  in  collecting  these  amounts. 

According  to  department  personnel,  the  department  has  not 
collected  the  disputed  rebates  because  the  manufacturers  do  not 
trust  the  data  provided  by  the  department.   In  April  1995,  only  one 
department  employee  was  assigned  to  collect  the  rebates  and 
resolve  the  disputes.  According  to  the  employee,  the  accuracy  of 
some  of  the  prescription  drug  data  was  questioned.  The  employee 
said  the  federal  Health  Care  Finance  Administration  (HCFA) 
frequently  sends  the  department  adjustments  to  rebate  amounts 


Page  5 


Findings  and  Reconunendations 


owed  by  manufactures  which  appeared  to  be  wrong.   The 
department  personnel  indicated  it  was  difficult  and  time  consuming 
to  manually  track  and  reconcile  these  HCFA  adjustments. 


Since  we  brought  this  issue  to  the  department's  attention, 
department  personnel  were  assigned  to  verify  the  accuracy  of  the 
data  used  in  calculating  the  ten  largest  disputed  rebate  amounts. 
According  to  a  department  official,  although  the  review  resulted  in 
some  adjustments  to  the  disputed  amounts,  the  data  was  mostly 
accurate.   Department  officials  said  they  resubmitted  the  disputed 
claims  for  reimbursement  to  drug  manufacturers  in  the  fall  of 
1995.  The  replies  from  the  manufacturers  are  being  processed  by 
the  department. 


Interest  on  Past  Due  Drug  The  drug  manufacturers  are  also  required  to  pay  interest,  at  the 

Rebates  current  U.S.  Treasury  bill  interest  rate,  to  the  states  on  unpaid 

rebate  amounts  starting  38  days  after  the  bills  are  mailed.   HCFA 
provides  the  department  with  the  weekly  treasury  bill  interest  rate 
for  use  in  calculating  interest  due.   However,  department  personnel 
stated  they  do  not  charge  interest  on  the  disputed  rebates  receivable 
because  the  department's  system  does  not  calculate  the  amount  of 
interest  due.   Department  personnel  working  in  Medicaid  also 
indicated  they  do  not  know  how  to  record  the  receipt  of  interest  on 
the  system  since  there  is  not  a  separate  line  for  interest. 

As  of  October  15,  1995,  die  department  had  been  unable 
to  collect  approximately  $1,225,600  in  disputed  accounts 
receivable  plus  $1 16,000  in  estimated  interest.   The  state's 
General  Fund  should  receive  approximately  $402,500  if  all 
of  the  unresolved  and  disputed  accounts  receivable  are 
collected. 
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Rpmmiwendatioiii  #1 

We  recommend  the  department: 

A.  Resolve  disputed  drug  rebate  amounts  in  a  timely 
manneTo 

B.  Establish  procedures  to  charge  interest  on  past  due 
drug  rebates  as  allowed  by  federal  r^ulations. 


ReAigee  Resettlement 
Gamul  F^d  Rdm- 
bursement  and 
Questioned  Costs 


The  department  receives  a  grant  from  the  federal  Office  of  Refugee 
Resettlement  (ORR)  to  help  support  the  integration  of  refiigees  in 
Montana.   According  to  department  records,  the  ORR  program  was 
charged  $35,671  for  payments  made  on  behalf  of  refugees  in  fiscal 
year  1993-94,   We  reviewed  these  records  and  could  only  find 
supporting  documentation  for  $22,507  of  support  payments  to 
individuals.  Federal  regulations  require  the  department  maintain 
supporting  documentation  in  its  accounting  records  for  all 
expenditures  charged  to  federal  programs.   Therefore  we  question 
$13,164  of  medical  payments  charged  to  the  ORR  (Catalog  of 
Federal  Domestic  Assistance  (CFDA)  #93.566)  program. 

Medical  claims  for  certain  refugees  are  eligible  for  reimbursement 
by  the  federal  government.   The  department  obtained  the  $13,164 
amount  from  reports  prepared  from  data  submitted  by  a  private 
contractor  who  processes  Medicaid  claims.   Department  personnel 
said  they  are  unsure  whether  the  expenditures  were  already  charged 
to  the  Medicaid  program  which  would  mean  the  questioned 
expenses  were  charged  twice  to  federal  programs. 

In  fiscal  year  1994-95,  the  department  changed  its  procedures  and 
stopped  charging  medical  expenses  to  the  ORR  program. 
According  to  department  personnel,  the  department  has  not 
established  a  procedure  to  account  for  medical  services  provided  to 
ORR  program  recipients.  Since  many  of  the  ORR  program 
recipients  are  also  eligible  for  medicaid,  it  is  likely  that  Medicaid  is 
paying  for  these  costs. 
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Medicaid  is  matched  with  approximately  30  percent  of  General 
Fund  money,  while  ORR  is  100  percent  federal  money.   By 
Medicaid  paying  for  these  services  the  General  Fund  is  subsidizing 
the  ORR  program.   It  was  not  practical  for  us  to  calculate  the 
financial  impact  this  issue  has  on  the  General  Fund  because  the 
department  does  not  account  for  ORR  Medical  payments. 


Recommendaiion  #2 

We  recommend  the  department: 

A.  Properly  accowit  for  the  medical  costs  of  the  Refugee 
Resettlement  program. 

B.  Reimburse  the  General  Fund  for  its  share  of  medical 
costs  which  should  have  been  charged  to  the  Refugee 
Resettlement  pr(^;ram. 


Montana  Automated 
Child  Care  System 
Expenditures 


The  Departments  of  Social  and  Rehabilitation  Services  and  Family 
Services  coordinated  funding  to  develop  the  Montana  Automated 
Child  Care  System  (MACCS).   SRS  agreed  to  provide  Aid  for 
Families  with  Dependent  Children  enhanced  funding  and  General 
Fund  moneys  for  the  project.   We  reviewed  the  department's 
federal  reports  for  MACCS  expenditures  and  determined  the 
department  did  not  claim  $651,794  of  fiscal  year  1993-94 
expenditures  against  the  AFDC  (CFDA  #93.560)  enhanced  funding 
program  until  the  following  fiscal  year.  The  department  must 
submit  the  federal  expenditure  report  in  order  to  receive 
reimbursement  for  expenditures  incurred.  The  department  received 
reimbursement  approximately  one  year  after  incurring  the  related 
expenditures.   We  estimate  the  state  lost  interest  earnings  of 
$16,621  due  to  the  delay  in  reporting. 


According  to  department  personnel,  the  expenditures  were  not 
reported  in  fiscal  year  1993-94,  due  to  an  oversight.  The 
department  should  establish  procedures  to  ensure  all  expenditures 
are  reported  to  the  federal  grantor  agency  on  a  timely  basis. 
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Rwomincndation  #3 

We  recommend  the  department  establish  procedures  to 
ensure  all  federal  expenditures  are  properly  reported  and 
billed  in  a  timely  manner^ 


Food  Stamp  Risks 


Background 


Montana's  Food  Stamp  program  (CFDA  #10.551)  is  designed  to 
supplement  the  food  budgets  of  low  income  households.   The 
department  contracts  with  an  agent  located  in  California  for  distri- 
bution of  food  stamps.   This  agent  distributed  food  stamps  for  two 
states  and  several  California  counties.  Nearly  all  federal  and  state 
food  stamp  reports  are  prepared  based  on  information  processed 
through  the  issuing  agent's  facility.   The  department  determines 
recipient  eligibility  and  provides  the  issuing  agent  with  a  list  of 
eligible  food  stamp  recipients  and  the  amount  of  stamps  to  mail  to 
each  individual  monthly.   According  to  department  personnel,  by 
contracting  with  an  issuing  agent,  the  department  eliminated  any 
liability  for  food  stamps  held  in  the  issuing  agent's  inventory. 
Federal  regulations;  however,  hold  the  state  liable  for  loss  or  theft 
of  food  stamps.   The  regulations  do  not  allow  the  state  to  escape 
this  liability  even  if  it  attempts  to  delegate  the  liability  under 
contract  to  other  parties  such  as  the  issuing  agent.   In  accordance 
with  federal  regulations,  the  state  will  be  held  liable  if  the  issuing 
agent  has  insufficient  resources  to  pay  for  lost  or  stolen  food 
stamps. 


The  department's  contract  with  the  issuing  agent  does  not  specify 
how  much  of  the  issuing  agent's  food  stamp  inventory  belongs  to 
Montana.  The  agent  normally  maintains  up  to  $185  million  in 
food  stamps  in  a  secured  warehouse  and  $5  million  in  food  stamp 
inventories  on  its  own  premises  to  accommodate  its  current 
distributions.  The  $190  million  in  food  stamp  inventory  belongs  to 
Montana,  one  other  state,  and  several  counties  in  California.   The 
inventories  are  commingled,  so  the  agent  does  not  differentiate 
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Montana's  share  of  the  inventory  and  the  amounts  attributable  to  its 
other  clients. 


Insurance  Coverage 


The  department's  contract  requires  the  company  to  provide 
insurance  to  indemnify  the  state  against  potential  food  stamp 
inventory  losses  at  both  the  company  location  and  its  secured 
warehouse.   Montana  is  listed  as  an  additional  insured  on  the 
insurance  policy  covering  the  agent's  premises,  but  Montana  is  not 
listed  as  having  any  rights  to  the  insurance  proceeds  for  potential 
losses  at  the  secured  warehouse.   Only  the  issuing  agent  is  listed  on 
the  policy  covering  the  secured  warehouse.  The  state  could  reduce 
its  risk  of  loss  associated  with  its  share  of  the  inventory  located  at 
the  secured  warehouse  by  requiring  that  Montana  be  listed  as  an 
additional  insured  on  all  insurance  policies  related  to  its  share  of 
food  stamps.   In  addition,  if  the  issuing  agent  has  insufficient  assets 
available  and  if  insurance  proceeds  are  not  available  or  sufficient  to 
pay  for  a  loss,  the  courts  may  have  to  determine  Montana's  share 
of  the  liability.  The  department's  contract  should  specify  a  method 
of  determining  Montana's  share  of  inventory. 


Independent  Review 


Federal  regulations  require  each  state  which  uses  an  issuing  agent 
to  periodically  review  the  agent's  system  of  internal  accounting 
controls.  Internal  accounting  controls  are  necessary  to  ensure  the 
stamps  are  adequately  safeguarded  and  to  insure  processing  occurs 
only  in  accordance  with  the  department's  written  instructions  and 
federal  regulations.   Department  personnel  sometimes  travel  to  the 
issuing  agent's  facilities  in  California  to  conduct  a  review  of  the 
agent's  system.  The  department  could  further  reduce  its  risk  for 
distribution  of  food  stamps  by  requiring  the  issuing  agent  to  obtain 
an  independent  internal  control  system  review.  The  scope  of  the 
review  should  include  controls  on  the  issuing  agents  premises  as 
well  as  other  food  stamp  storage  sites.  The  review  should  include 
manual  processes  and  computer  applications.  Other  states  or 
counties  which  use  the  same  issuing  agent  are  required  to  conduct 
similar  reviews  of  the  control  systems.   It  may  be  more  efficient 
and  cost-effective  for  Montana,  the  other  state,  and  counties 
contracting  with  the  food  stamp  issuing  agent,  to  pool  their 
resources  and  contract  for  an  independent  review  of  the  agent's 
system  of  controls. 
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Department  personnel  said  these  food  stamp  concerns  have  not 
previously  been  addressed  because  they  had  believed  the  state  was 
not  liable  for  the  issuing  agent's  food  stamp  inventories  or 
processing  system.   The  department's  contract  with  the  issuing 
agent  specifies  the  agent,  and  not  the  state,  will  be  liable  for  all 
stamps  held  in  its  inventory.   The  contract  also  indicates  the  state 
will  only  assume  liability  after  the  stamps  are  mailed  to  recipients. 
However,  the  contract  does  not  protect  the  state  from  liability  for 
loss  under  the  federal  regulation. 


Rpmmmendation  #4 

We  recommend  the  department: 

A.  Specify  in  the  issuing  agent's  contract  the  method  to 
be  used  in  calculating  the  state's  ownership  interest  in 
the  food  stamp  inventory. 

B.  Require  its  issuing  agent  to  indude  Montana  as  an 
additional  insured  for  food  stamps  inventories  located 
in  its  secured  wardiouse. 

C.  Consider  requiring  its  issuing  agent  to  obtain  an 
amuial  independent  review  to  ensure  the  agent's 
accounting  controls  are  adequate. 


Medicaid  Pttisonal  Care 
Sendees  Program 
Monitoriiig  Quality  of 
Care 


The  Medicaid  Personal  Care  Services  program  (CFDA  #93.778) 
provides  long-term  care  to  clients  in  their  homes.   The  program  is 
designed  to  prevent  or  delay  institutionalization,  thus  providing 
clients  the  opportunity  to  remain  in  their  homes  and  reducing  costs 
to  state  and  federal  governments.   Physicians  must  authorize 
personal  care  services  for  each  recipient  at  least  once  a  year. 
Services  provided  include  feeding,  bathing,  dressing,  preparation 
for  sleep,  and  light  housekeeping.  Currently  there  are  approxi- 
mately 2,000  participants  in  the  program.   In  fiscal  year  1994-95, 
the  department  spent  $10.8  million  on  the  program,  which  was 
fiinded  71  percent  by  the  federal  government  and  29  percent  by  the 


Page  11 


Findings  and  Recommendations 


The  department  has  a  responsibility  under  the  program  to  ensure 
quality  of  care,  and  to  ensure  services  are  provided  in  accordance 
with  program  requirements.   The  department  contracted  with  a 
private  nonprofit  corporation  to  provide  a  majority  of  personal  care 
attendant  (PC A)  services.   In  our  prior  audit  we  recommended  the 
department  monitor  the  provider's  compliance  with  the  PCA 
services  program  contract  in  a  timely  manner.   While  we  noted 
some  improvement  during  the  current  audit,  there  are  still  areas 
where  the  department  can  improve  its  monitoring  of  the  program. 

As  a  result  of  the  prior  audit  recommendation,  the  department 
required  the  private  nonprofit  corporation  to  have  a  special 
compliance  review  of  its  contract  requirements.   The  review 
covered  state  fiscal  year  1993-94.   The  report  disclosed  instances 
of  noncompliance  with  the  department's  requirements.   For 
example,  the  report  said  delivery  of  services  according  to  the  plan 
of  care  was  complied  with  in  only  68  percent  of  the  cases  tested. 
The  department  did  not  follow  up  on  the  report  to  determine  if  the 
corporation  had  implemented  the  recommendations.   Department 
personnel  believe  they  would  receive  more  direct  complaints  if  the 
services  were  only  properly  delivered  68  percent  of  the  time.   The 
department's  recently  adopted  rules  indicate  that  90  percent 
compliance  is  needed  to  be  acceptable.  There  are  no  financial 
sanctions  contained  in  the  department's  contract  which  would 
encourage  the  provider  to  ensure  it  complies  with  contract 
requirements. 

In  the  prior  audit  we  also  recommended  the  department  establish 
procedures  in  the  PCA  program  to  monitor  incidents  and 
complaints  on  a  timely  and  on-going  basis.   In  December  1993,  the 
department  concurred  with  the  audit  recommendation  to  monitor 
the  providers  compliance  with  the  PCA  program  contract  and 
incidents  and  complaints  in  a  timely  manner.   Department 
personnel  said  the  provider  sends  quarterly  summaries  of  incident 
reports  to  the  department.   As  of  June  1,  1995,  the  latest  quarterly 
report  the  department  could  provide  was  July  31,  1994.   We 
believe  this  is  not  timely  monitoring  of  program  complaints.   The 
last  quarterly  report  received  by  the  department  contained  882 
incident  reports.   The  incident  reports  document  complaints 
including  client  injuries,  employee  injuries,  the  PCA  was  late  or 
did  not  show  up  to  work,  PCA/client  conflicts,  missing  or  damaged 
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property,  care  delivery  problems,  safety  issues,  client 
noncompliance,  and  scheduling  errors.   With  882  incidents  or 
complaints  being  filed  over  three  months,  the  department  has  a 
responsibility  to  review  complaints  to  determine  if  there  are 
progranmiatic  problems  that  should  be  addressed.   Department 
personnel  were  not  sure  if  the  provider  quit  preparing  the 
summaries  or  if  they  were  prepared  but  not  mailed  to  the 
department. 

Starting  July  1,  1995,  the  PC  A  program  began  using  multiple 
providers  instead  of  a  single  provider  for  PCA  services. 
Department  officials  said  this  change  came  about  because  clients 
demanded  it.   In  addition,  new  rules  have  been  adopted  for  the 
program  which  require  the  department  to  conduct  annual 
compliance  reviews.   If  the  provider  does  not  comply  with  the 
contract  the  rules  allow  the  department  to  impose  sanctions. 


Recommendation  #5 

We  recommend  the  department: 

A.  Monitor  providers'  compliance  with  the  Personal 
Care  Services  program  standards  in  a  timely  manner 
and  follow-up  on  reported  instances  of  noncompliance 
to  ensure  services  are  provided  within  the  program 
rules. 

B.  Monitor  incidents  and  complaints  in  the  Personal 
Care  Services  program  in  a  timely  and  on-goii% 
manner. 


Federal  Cash  The  Cash  Management  Improvement  Act  of  1990  (CMIA)  required 

Managanent  the  U.S.  Secretary  of  the  Treasury  to  enter  into  agreements  with 

the  states  to  establish  terms  and  conditions  for  cash  management 
for  certain  federal  grant  programs.  The  agreement  with  the  state  of 
Montana  took  effect  on  July  1,  1993.   Several  of  the  department's 
federal  grants  are  subject  to  the  specific  requirements  of  the 
agreement.   For  these  grants,  the  department  must  draw  funds 
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based  on  a  warrant  clearance  pattern  established  by  the  Department 
of  Administration.   The  clearance  pattern  is  an  estimate  of  the 
amount  of  time  required  for  benefit  checks  to  clear  the  bank.   By 
drawing  flinds  in  accordance  with  the  established  clearance  pattern, 
the  department  can  ensure  federal  cash  is  appropriately  managed. 

We  reviewed  the  department's  procedures  for  requesting  and 
expending  federal  funds  in  accordance  with  the  CMIA  agreement. 
We  determined  department  persoimel  used  cash  draw  patterns 
differing  from  those  required  in  the  agreement  for  the  Disability 
Determination  (CFDA  #93.802)  and  Low  Income  Home  Energy 
Assistance  (CFDA  #93.568)  programs.   Department  personnel 
drew  Disability  Determination  funds  every  14  days  instead  of  the  5 
days  required  by  the  CMLA  agreement.   Low  Income  Home 
Energy  Assistance  Program  (LIHEAP)  funds  were  drawn  every  12 
days.   The  agreement  requires  the  department  to  use  5  and  7  day 
patterns  for  LIHEAP  benefit  payments  and  administrative  costs, 
respectively. 

According  to  department  persoimel,  the  clearance  patterns  outlined 
in  the  CMIA  agreement  were  not  followed  for  two  reasons. 
Personnel  were  either  unaware  of  the  CMIA  requirements  due  to 
lack  of  training,  or  the  personnel  believed  the  established  clearance 
patterns  were  not  appropriate  based  on  normal  grant  activity. 
Consequently,  department  personnel  drew  federal  fiinds  using 
intervals  they  believed  to  be  appropriate  for  each  grant,  but  which 
were  not  in  compliance  with  the  agreement. 

Until  the  CMIA  agreement  is  modified,  the  department  is  required 
by  federal  and  state  regulations  to  comply  with  the  existing 
agreement.   By  drawing  cash  less  often  than  required  under  the 
agreement  the  state  loses  interest  revenue.  The  department  should 
also  provide  proper  training  to  employees  responsible  for 
performing  cash  draws.   By  providing  training  and  establishing 
appropriate  clearance  patterns,  the  department  can  ensure 
compliance  with  the  CMIA  agreement. 
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Wfjffimmicndation  #6 

We  recommend  the  department: 

A.  Compfy  with  cash  draw  requu*ements  in  the  Cash 
Management  Improvement  Act  agreement. 

B.  Provide  appropriate  trainii^  to  anployees  responsible 
for  performing  feda*al  cash  draws. 


Deydopmoital 
Disabilities  Contracts 


Timely  Reporting 


The  Developmental  Disabilities  Planning  and  Advisory  Council 
(council)  plans  and  advocates  services  for  persons  with 
developmental  disabilities.   The  council  is  administratively  attached 
to  the  department  and  is  fiinded  through  the  federal  Developmental 
Disabilities  Basic  Support  and  Advocacy  grant  (CFDA  #93.630). 

The  department's  Developmental  Disabilities  Division  (division) 
provides  services  to  developmentally  disabled  individuals.   The 
council  provides  federal  grant  funds  to  the  division  for  operations 
and  management  of  the  developmental  disabilities  program. 
During  fiscal  year  1993-94,  the  council  entered  into  three  contracts 
with  the  division.  Two  of  the  contracts  were  for  travel  costs,  the 
first  to  the  Annual  Conference  on  Developmental  Disabilities  and 
the  second  to  Regional  Council  meetings.  The  third  contract 
provided  funds  to  revise  the  existing  system  for  evaluating  services. 
Each  contract  outlined  the  terms  and  restrictions  applicable  to  the 
award.  We  tested  the  division's  compliance  with  the  terms  of  each 
of  the  1993-94  contracts.  The  following  paragraphs  outline  non- 
compliance with  contract  requirements. 

Each  contract  required  the  division  to  submit  a  final  status  report 
containing  "a  final  accounting  of  all  project  expenditures,  including 
expenditures  for  the  council  and  all  other  sources."   We  determined 
the  division  did  not  submit  reports  for  the  regional  council  travel 
and  service  evaluation  contracts.  Division  personnel  stated  they 
provided  the  council  with  a  verbal  presentation  at  the  completion  of 
the  contracts  and  were  not  aware  the  contracts  required  final  status 
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Accurate  Reporting 


reports  in  written  format.   However,  division  and  council  personnel 
developed  a  form  for  reporting  final  contract  status  after  we 
questioned  the  practice  of  verbal  reporting.   Division  personnel 
submitted  written  reports  for  these  contracts  once  the  form  was 
complete. 

The  division  submitted  a  written  final  status  report  for  the  annual 
conference  travel  contract.   The  financial  activity  reported  did  not 
agree  to  the  accounting  records.  The  division  reported 
expenditures  of  $28,562  while  the  accounting  records  contained 
total  expenditures  of  $39,487.   According  to  division  personnel, 
the  individual  responsible  for  the  report  was  not  familiar  with  the 
accounting  system.   The  division's  fiscal  personnel  provided 
training  to  the  individual  responsible  for  the  report  once  we 
brought  the  errors  to  their  attention.   Division  personnel  submitted 
a  corrected  report  in  October  1995. 


Questioned  Costs 


The  division  received  $9,659  from  the  council  for  the  regional 
council  travel  and  service  evaluation  contracts.  The  division 
recorded  expenditures  of  $6,614  for  these  contracts,  $3,045  less 
than  the  revenue  received.   According  to  department  personnel,  the 
council  reported  the  entire  $9,659  as  transfers  to  the  division.   As 
a  result,  we  question  $3,045  of  expenditures  charged  against  the 
Developmental  Disabilities  Basic  Support  and  Advocacy  grant 
(CFDA  #93.630)  in  fiscal  year  1993-94.   Council  personnel  were 
not  aware  that  division  personnel  spent  less  than  they  received. 
We  believe  the  council  could  have  identified  and  corrected  this 
discrepancy  by  requiring  timely  submission  of  written  final  status 
reports. 


Recommendation  W7 

We  recommend  the  department  establish  procedures  to 
ensure  compiete,  accurate,  and  timely  reporting  in 
accordance  with  grant  and  contract  requiremoits. 
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Schedule  of  Federal 
Financial  Assistance 


Misstatements  of  Dollar 
Amounts 


Department  fiscal  personnel  prepare  a  Schedule  of  Federal 
Financial  Assistance  (SFFA)  each  fiscal  year.   The  schedule  reports 
expenditures  of  federal  funds  listed  by  Catalog  of  Federal  Domestic 
Assistance  number.   The  Governor's  Office  compiles  SFFA 
schedules  prepared  by  each  state  agency  into  a  single  SFFA  for  the 
state  of  Montana.  We  audit  and  express  an  opinion  on  the  state  of 
Montana  SFFA  in  our  biennial  Single  Audit  report. 

Federal  regulations  require  the  recipients  of  federal  assistance  to 
report  all  federal  financial  assistance  expended  each  fiscal  year. 
The  regulations  require  the  state,  including  the  department,  to 
accurately  report  the  federal  expenditures  for  each  grant  by  CFDA 
number.  The  expenditures  for  federal  programs  must  be  supported 
by  the  state's  accounting  records. 

During  the  past  two  audits  of  the  department  we  identified  errors 
and  omissions  on  the  department's  schedules  of  federal  financial 
assistance.   During  the  current  audit  we  identified  the  following 
errors  on  the  SFFA  report  which  the  department  submitted  to  the 
Governor's  Office. 
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Table   1 

Summarv  of  SFFA  Misstatements 

Over  (Under)  Sutement 

CFDA  #  Program  Description 

1993-94 

1994-95 

10.567 

Food  Distribution  -  Indian  Reservations 

$    278,161 

81.999 

PVE  -  Stripper  WeUs 

(43,286) 

84.181 

Early  Intervention  -  Part  H 

$1,036,459 

93.560 

AFDC  -  TEAMS  (FAMIS) 

(651,794) 

93.560 

AFDC  -  BenefiU 

a,924,925) 

93.560 

AFDC  -  Maintenance  Admin 

(78,298) 

93.560 

AFDC  -  Control  of  Fraud  and  Abuse 

16,460 

93.560 

Child  Care 

a7 1,745) 

93.560 

MonUna  Automated  Child  Care  System 

673,241 

6,313 

93.562 

Teen  Parent  Demo  Grant 

(4,665) 

93.574 

At  Risk  Child  Care 

(50,807) 

93.575 

Child  Care  Block  Grant 

105,995 

265,433 

93.778 

Medicaid  -  Benefits 

3.673.387 

(10.194.599) 

Net  Misstatement 

$4,719,978 

$(12.884.649) 

Source: 

CompOed  by  I^slative  Audit  Division. 

According  to  department  fiscal  personnel,  the  types  of  errors  listed 
in  the  table  occurred  mainly  because  of  human  error  and  the 
pressure  to  have  the  SFFA  completed  by  a  specific  deadline.    Two 
examples  of  the  errors  are:  reporting  the  SFFA  amount  based  on  a 
cumulative  quarterly  federal  report  rather  than  on  the  state  fiscal 
year-end  state  accounting  reports;  or  reporting  both  the  state  and 
federal  share  of  expenditures  rather  than  just  the  federal  share  of 
expenditures. 

These  errors  could  have  been  detected  and  prevented  by  adequate 
department  supervisory  review  procedures.   The  department  should 
establish  procedures  to  ensure  the  accuracy  and  completeness  of  the 
amounts  reported  on  the  SFFA. 


Misstatements  of  Catalog 
Numbers 


In  addition  to  the  dollar  amount  misstatements  discussed  above,  we 
found  instances  where  the  reporting  of  the  CFDA  numbers  on  the 
SFFA  submitted  to  the  Governor's  Office  were  incorrect.   The 
CFDA  number  identifies  the  specific  type  of  federal  assistance 
spent  by  the  state.   Without  correct  CFDA  numbers,  it's  unlikely 
federal  departments  would  be  able  to  identify  their  grants  on  the 
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SFFA.   The  following  table  lists  the  CFDA  number  the  department 
reported  and  the  correct  number  that  should  have  been  used. 


Table 

2 

Summarv  of  CFDA  Numbers  Renorted  Incnn-wthr 

Proeram  Description 

CFDA  #  used 

Correct  CFDA  # 

PVE  -  Stripper  Well 

81.042 

81.999 

AFDC  -  Child  Care 

93.575 

93.560 

Teen  Parent  Demo  Grant 

93.022 

93.562 

Aging  Administration 

93.633 

93.044 

Child  Care  Block  Grant 

93.555 

93.575 

MT  Automated  Child  Care  System 

93.555 

93.560 

Food  Stamp  Outreach 

10.570 

10.561 

AFDC  Fraud 

93.775 

93.560 

Source:  CompQed  by  Legislative 

Audit  Division. 

Department  personnel  attributed  the  CFDA  number  errors  to  not 
having  a  current  copy  of  the  CFDA  listing  as  published  by  the 
federal  government.   The  personnel  indicated  they  have  ordered 
and  received  a  current  copy  of  the  Federal  Catalog  of  Financial 
Domestic  Assistance  which  will  provide  a  complete  list  of  catalog 
numbers.   They  believe  this  will  enable  them  to  remain  current 
with  the  changes  in  CFDA  numbers. 


We  recommend  the  department  ensure  established 
procedures  are  adequate  to  submit  an  accurate  and 
complete  Schedule  of  Federal  Financial  Assistance  to  the 
Governor's  Office. 


Page  19 


Findings  and  Reconunendations 


LIHEAP  Overpayment 


We  tested  a  sample  of  22  Low  Income  Home  Energy  Assistance 
Program  (LIHEAP)  client  files  and  found  one  client  was  overpaid 
$73.   Federal  regulations  require  us  to  report  all  instances  of  non- 
compliance with  federal  regulations  regardless  of  the  dollar 
amount. 


The  Administrative  Rules  established  by  the  department  state;  if  all 
members  of  a  household  are  receiving  Aid  to  Families  with 
Dependent  Children,  Supplemental  Security  Income,  or  General 
Assistance,  the  members  of  the  household  are  considered 
"categorically  eligible"  for  determining  the  amount  of  LIHEAP 
benefits.   We  found  one  recipient  who  was  incorrectly  input  to  the 
LIHEAP  computer  system  as  categorically  eligible.   The  recipient 
received  a  LIHEAP  award  of  $217,  but  was  only  entitled  to  $144. 
Department  personnel  said  a  data  input  error  caused  the  erroneous 
payment.   Therefore,  we  question  $73  in  LIHEAP  (CFDA 
#93.568)  benefit  payments. 


Recommendation  #9 

We  recommend  the  department  pay  the  correct  benefit 
amount  to  Low  Income  Home  Energy  Assistance  Program 
recipients. 


Montana  Tdecommuni- 
cations  Access  Pn^ram 


The  department  director  requested  that  we  perform  a  limited  scope 
review  on  the  Montana  Telecommunications  Access  Program 
expenditures  during  our  financial-compliance  audit.   The  following 
sections  summarize  the  results  of  our  review. 
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Program  Purpose  and 
Requirements 


The  1989  Legislature  created  a  committee  on  telecommunications 
services  for  the  handicapped.   This  committee  is  administratively 
attached  to  SRS  and  consists  of  1 1  members  appointed  by  the 
governor.   State  law  requires  SRS  to  provide  administrative  support 
and  it  may  advise  the  committee  on  matters  of  program 
administration.   The  committee  is  responsible  to  ensure  the 
program  complies  with  applicable  state  laws  and  policies.   The 
purpose  of  the  committee  is  to  establish  and  administer  a  program 
to  (1)  furnish  specialized  telecommunications  equipment  to  people 
with  physical  impairments;  and  (2)  provide  a  dual-party  relay 
system  to  connect  hearing  impaired  people  with  public 
telecommunications  service.   The  dual-party  relay  system  allows 
hearing  impaired  people  to  communicate  with  others  through  an 
assistant  at  a  relay  center. 


Financial  Activity  and 
Status 


State  law  provides  for  program  funding  with  a  monthly  10  cent 
charge  on  each  telephone  access  line.  The  program  director 
indicated  these  revenues,  which  were  $495,107  and  $525,293  in 
fiscal  years  1993-94  and  1994-95,  respectively,  have  historically 
increased  about  3  percent  per  year.   During  the  period  from  July  1, 
1990  to  June  30,  1995,  the  program  expended  $2,241,097.  The 
program's  largest  expenditures  are  for  the  relay  services  contract. 
Relay  services  costs  are  increasing  as  more  people  become  aware 
of  the  service  and  continue  to  use  it. 


Currently  the  program  is  able  to  serve  all  eligible  recipients 
without  a  rate  increase.  However  analysis  of  the  program's 
financial  activity  indicates  expenditures  are  increasing  faster  than 
program  revenue.   Unless  the  program  finds  ways  to  reduce 
operating  expenses,  the  program  will  need  a  funding  increase  to 
maintain  the  same  level  of  services. 
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Table    3 

Finan 

Montana  Telecomiuiications  Access 

Progran 

cial  Activity  for  F 

isca 

I  Years  1990-91 

through  1994-95 

F  i  sea  I 

Cash 

Fund 

Years 

Transfers 

Expenditures 

Balance 

1990-91 

$     445,521 

$     250,534 

$503,147 

1991-92 

460,239 

373,542 

589,844 

1992-93 

470,367 

488,363 

571,848 

1993-94 

495.107 

526,685 

540,270 

1994-95 

525,293 

601,973 

463,690 

Total 
Source: 

$2,396,527 

ativ 

$2,241,097 

Not  Applicable 
n  f  rooi  the  Statewide 

Prepared  by  Legist 

v  Audit  Divisio 

Budgeting  and  Accouit 

ng  Systea. 

Cost  of  Processing  and 
Handling  Equipment 


Although  the  cost  of  equipment  purchased  for  distribution  has 
decreased  since  the  program  began  in  fiscal  year  1990-91, 
equipment  distribution  consumes  most  of  the  program  staffs  time. 
The  program  director  estimated  the  program  had  about  450 
telecommunication  devices  for  the  deaf  (TTYs)  and  1,200 
amplifiers  loaned  out  as  of  April  1995.   The  program  receives  45 
to  50  applications  for  equipment  per  month.   Program  personnel 
review,  approve,  and  track  the  status  of  applications;  purchase, 
receive,  and  store  equipment;  meet  with  applicants  to  determine 
their  equipment  needs,  train  them  how  to  use  the  loaned 
equipment,  and  install  the  equipment;  receive  requests  for  and 
arrange  equipment  repairs;  track  TTYs  and  amplifiers  purchased, 
distributed,  or  in  repair  status;  and  periodically  inventory 
equipment  on  hand. 


The  conmiittee  should  consider  giving  (rather  than  loaning)  eligible 
people  equipment.   Most  of  the  equipment  that  the  program  loans 
to  clients  costs  between  $60  (for  amplifiers)  and  $350  (for  TTYs), 
including  warranties.   It  may  cost  more  to  keep  track  of  this 
equipment  than  to  buy  it.   Giving,  rather  than  lending  equipment, 
would  reduce  the  amount  of  time  program  staff  spend  accounting 
for,  tracking,  and  inventorying  equipment,  as  well  as  the  time  they 
spend  dealing  with  equipment  repairs.  The  committee  may  need  to 
seek  legislation  to  authorize  changes  that  are  not  consistent  with 
current  state  law. 
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RecooMnendation  #10 

We  recommend  the  Committee  on  Telecommunications 
Services  for  the  Handicapped  consid^  seeking  l^islation 
to  give  (rather  than  loan)  eligible  people  specialized 
telecommunications  equipment. 


Compliance  Issues 


The  Montana  Telecommunications  Access  Program  (MTAP) 
Committee  does  not  comply  with  three  of  the  thirteen  requirements 
of  section  53-19-307,  MCA.  These  noncompliance  issues  are 
discussed  below.   The  committee  should  comply  with  these 
requirements,  or  seek  legislation  to  change  the  requirements. 


Rules 


Section  53-19-307(13),  MCA,  requires  the  MTAP  Committee  to 
"adopt  rules  necessary  to  administer  the  program."   Section  2-15- 
121(2)(e),  MCA,  requires  SRS  to  "print  and  disseminate  .  .  .  any 
required  notices,  rules,  or  orders  adopted,  amended,  or  repealed" 
by  the  program.   The  Montana  Administrative  Procedure  Act 
(MAP A)  governs  rule  adoption  for  state  programs.   To  be  valid, 
rules  must  be  adopted  in  accordance  with  this  act. 


The  committee  drafted  rules  for  the  program,  but  did  not  complete 
the  rule  adoption  process  required  in  the  MAP  A.   SRS  personnel 
and  the  program  director  stated  that  SRS  legal  counsel  did  not  have 
sufficient  resources  at  the  time  to  assist  the  program  with  the  rule 
adoption  process.   SRS  legal  counsel  was  willing  to  arrange  for  the 
program  to  get  the  necessary  legal  assistance  from  the  Department 
of  Justice's  Agency  Legal  Services,  but  there  would  have  been  a 
charge  for  this  service.   At  the  time,  the  program  director  chose 
not  to  push  getting  the  rules  adopted  because  he  thought  it  might 
slow  the  program's  implementation.   The  committee  should  adopt 
rules  in  accordance  with  the  MAPA  in  order  to  comply  with  the 
law. 
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Means  Test 


Section  53-19-307(1),  MCA,  requires  the  committee  to  develop  an 
appropriate  "means  test"  to  determine  eligibility  for  participation  in 
the  program.   The  program  director  indicated  that  although  a 
"means  test"  has  not  been  established  in  the  administrative  rules, 
the  committee  has  established  internal  rules  requiring  applicants  to 
have  a  gross  annual  income  of  less  than  $35,000  to  be  eligible  for 
loaned  equipment.   Applicants  are  asked  if  their  annual  gross 
income  is  less  than  $35,000,  but  program  personnel  said  they  do 
not  have  the  resources  to  verify  the  response. 


Program  personnel  said  they  have  loaned  equipment  to  a  couple  of 
applicants  who  stated  their  income  exceeded  $35,000.   Program 
personnel  believed  loaning  the  equipment  was  good  public 
relations.   Since  the  program  still  has  machines  and  funds 
available,  no  eligible  applicant  has  gone  without  equipment. 
However,  loaning  the  equipment  to  applicants  who  do  not  meet  the 
"means  test"  may  reduce  resources  available  for  future  applicants 
and  does  not  comply  with  state  law. 


Security  Deposits 


Section  53-19-307(9),  MCA,  states  the  committee  shall  "require  an 
appropriate  security  deposit  for  equipment  at  the  time  of  delivery, 
which  deposit  must  be  refunded  without  interest  when  the 
equipment  is  returned. "   The  program's  internally  established  rules 
require  each  equipment  recipient  to  post  a  $5.00  security  deposit. 
The  program  quit  collecting  security  deposits  and  returned 
previously  collected  deposits  in  fiscal  year  1991-92  because  Fiscal 
Bureau  personnel  believed  the  $5.00  deposits  were  not  cost 
effective.  Program  personnel  indicated  the  program  has  not  had  a 
problem  with  equipment  losses.  They  estimate  the  program  has 
lost  five  TTYs  costing  a  total  of  $1,735  since  the  program  began. 
If  the  committee  believes  security  deposits  are  not  necessary  or  cost 
effective,  it  should  seek  legislation  to  change  the  law. 
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Pffnnmittidation  #11 

We  recommend  the  Montana  Telecommunications  Access 
Program  Committee,  as  required  by  law: 

A.  Adopt  administrative  rules. 

B.  Establish  and  implement  a  "means  test"  to  determine 
eligibility. 

C.  Collect  an  appropriate  security  deposit  for  equipment. 


Accounting  Record 
Accuracy 


State  law  requires  transactions  entered  on  the  Statewide  Budgeting 
and  Accounting  System  be  recorded  in  accordance  with  Generally 
Accepted  Accounting  Principles  (GAAP).   The  Accounting  and 
Management  Support  Division  of  the  Department  of  Administration 
issues  accounting  rules  to  ensure  state  accounting  policy  complies 
with  GAAP.   Accounting  for  financial  activity  in  accordance  with 
these  requirements  improves  the  quality,  consistency  and 
comparability  of  the  resulting  financial  information  among  state 
agencies.   It  also  ensures  revenues  and  expenditures  are  properly 
and  consistently  measured  within  each  fiscal  year.   The  following 
paragraphs  describe  instances  of  noncompliance  with  state 
accounting  law  and  policy. 


Reconciling  Special 
Revenue  Fund  Balances 


The  department  maintains  a  federal  special  revenue  account  to 
record  activity  related  to  most  of  its  federal  grants.   The  account 
records  the  activity  for  approximately  50  public  welfare  grants, 
such  as  Medicaid  (CFDA  #93.778),  Aid  to  Families  with 
Dependant  Children  (CFDA  #93.560),  Social  Services  Block  Grant 
(CFDA  #93.667),  Low  Income  Home  Energy  Assistance  Program 
(CFDA  #93.568),  Food  Stamps  (CFDA  #10.551),  and  Child 
Support  (CFDA  #93.563).   The  department  processed  over 
$350  million  dollars  of  revenue  and  expenditure  activity  in  fiscal 
year  1994-95  through  this  account. 
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Department  personnel  have  been  unable  to  determine  the 
appropriate  fiind  balance  for  the  account  since  its  inception  in  fiscal 
year  1991-92.   State  accounting  policy  requires  federal  Special 
Revenue  Fund  accounts  to  have  a  zero  fund  balance  at  the  end  of 
each  fiscal  year  in  the  department's  federal  special  revenue 
account.   A  federal  account  with  an  ending  fiind  balance  may 
indicate  overexpenditure  of  federal  funds,  state  contributions  in 
excess  of  required  match,  or  undercollection  of  federal  revenues. 
The  ending  fiind  balances  in  the  account  since  inception  are 
outlined  below. 


Table 

4 

Federal  Special  Revenue  Account  Endins  Fund  Balances 

Positive 

(Negative)  Balances 

Fiscal  Year  1991-92 

$       754,700 

Fiscal  Year  1992-93 

(14,101,917) 

Fiscal  Year  1993-94 

5,600,476 

Fiscal  Year  1994-95 

(619,295) 

Source:        Prepared  by  Legislative 

Audit  Division  from  the  Statewide  Budgeting 

and  Accounting  System. 

Prior  to  fiscal  year  1991-92,  the  department  used  another  account 
to  record  the  department's  federal  grant  activity.  Department 
personnel  established  the  current  account  because  the  department 
was  not  able  to  reconcile  the  old  account. 

In  each  audit  report  since  fiscal  year  1985-86,  our  office  has 
recommended  the  department  establish  a  system  to  analyze  and 
correct  the  federal  special  revenue  account  fund  balance. 
Department  fiscal  personnel  reconciled  the  account's  fund  balance 
throughout  subsequent  fiscal  years,  but  not  in  a  timely  manner. 
For  example,  department  personnel  completed  the  fiscal  1992-93 
and  1993-94  reconciliations  5  months  and  1 1  months  after  the  close 
of  the  fiscal  year,  respectively.   To  complete  the  analysis, 
department  personnel  must  review  the  financial  activity  for  each 
grant.   The  activity  for  grants  within  the  account  can  vary  from  a 
few  thousand  to  over  $250  million.   Due  to  employee  turnover  and 
the  department's  reorganization  into  the  new  Department  of  Public 
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Health  and  Human  Services,  department  personnel  indicated  they 
did  not  have  the  resources  necessary  to  complete  the  reconciliation 
for  fiscal  year  1994-95. 


Recommendation  #12 

We  recommend  the  department  establish  procedures  to 
ensure  its  federal  special  revenue  account  is  reconciled  at 
each  fiscal  year-end. 


Unreconciled  Child  Child  Support  Enforcement  Division  (CSED)  personnel  are 

Support  Payments  responsible  for  collecting  and  distributing  absent  parent  child 

support  payments  to  custodial  parents.   Custodial  parents  may 
receive  assistance  from  the  Aid  to  Families  with  Dependent 
Children  program  (CFDA  #93.560)  if  they  assign  their  child 
support  payments  to  the  department.   In  accordance  with  federal 
regulations,  custodial  parents  who  assign  their  payments  to  the 
department  receive  $50  from  each  payment  in  addition  to  their 
AFDC  assistance.  The  department  uses  the  balance  of  the  payment 
to  defray  the  cost  of  the  AFDC  program. 

CSED  personnel  use  a  computer  system  to  account  for  the  child 
support  payments  received.   From  this  system,  they  compile  a 
listing  of  custodial  parents  authorized  to  receive  the  $50  payment. 
This  listing  is  used  by  the  TEAMS  computer  system  to  generate 
payments  to  custodial  parents.  The  total  amount  paid  to  the 
custodial  parents  is  frequently  less  than  the  amount  authorized. 

We  reviewed  CSED  procedures  and  determined  department 
personnel  do  not  reconcile  any  differences  between  the  two 
computer  systems.   As  a  result,  the  accounting  records  contain  an 
accounts  payable  balance  of  $49,835  at  fiscal  year-end  1994-95. 
Based  on  review  of  the  accounting  records,  these  differences 
occurred  as  far  back  as  fiscal  year  1989-90.  These  differences  are 
outlined  in  the  following  table. 
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Table   5 

Summary  of  Chfld  Support  Accounts  Payable 
Fiscal  Years  1989-90  through  1994-95 


Fiscal  year  1989-90 
Fiscal  year  1990-91 
Fiscal  year  1991-92 
Fiscal  year  1992-93 
Fiscal  year  1993-94 
Fiscal  year  1994-95 
Total  Unreconciled  Balance 


Positive 

(Negative)  Balance 

$21,323 

0 

32,130 

8,096 

(19,404) 

7.690 

$  49.835 


Source: 


CompQed  by  the  Legislatiye  Audit  Divisioii  from  the  Statewide 
Budgeting  and  Accounting  System, 


The  table  illustrates  the  unreconciled  balance  which  occurred  since 
fiscal  year  1989-90.  These  unreconciled  balances  have  accumu- 
lated to  a  net  $49,835  account  payable  on  the  state's  accounting 
records  at  June  30,  1995.   According  to  department  personnel, 
reconciliation  of  the  two  systems  takes  extensive  time  and  effort. 

The  potential  exists  for  families  to  be  underpaid  if  CSED  personnel 
do  not  perform  timely  reconciliations.   The  department  should 
establish  procedures  to  ensure  CSED  personnel  are  notified  by 
personnel  from  the  TEAMS  system  when  authorized  payments  are 
not  made  to  custodial  parents.   This  will  allow  the  department  to 
ensure  custodial  parents  receive  the  proper  benefits  and  the 
accounting  records  reflect  the  appropriate  amount  of  payments 
made  each  month. 


Itfitttmincndaiion  #13 

We  recommend  the  department  reconcile  and  properly 
resolve  the  difTerences  for  payments  authorized  by  the 
child  support  system  to  the  payments  disbursed  by  the 
AFDC  program. 
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Other  Accounting  Errors 


We  reviewed  the  department's  accounting  activity  recorded  on  the 
state  accounting  records  and  identified  several  accounting  errors 
resulting  from  human  error  or  oversight.  These  are  outlined  in  the 
following  paragraphs. 


Child  Support  Agency 
Fund  Balance 


An  agency  fiind  is  used  to  account  for  assets  held  by  the  state  as  an 
agent  for  individuals,  private  organizations,  other  governments,  or 
other  fiinds.  According  to  state  accounting  policy,  an  agency  fund 
should  not  have  an  ending  fund  balance.   The  department  uses  the 
Child  Support  Agency  Fund  to  account  for  child  support  payments 
collected  from  absent  parents  and  distributed  to  the  custodial  parent 
or  guardian.   The  Child  Support  Agency  Fund  had  an  ending  fund 
balance  for  both  fiscal  years  1993-94  and  1994-95.   The  ending 
fiind  balance  is  overstated  and  accounts  payable  is  understated  by 
$166,634  and  $582,456  in  fiscal  years  1993-94  and  1994-95, 
respectively.  The  fiscal  year  1993-94  misstatement  resulted  from 
department  personnel  miscoding  an  entry  designed  to  correct  the 
account's  ending  fund  balance. 


Medicaid  Benefits 
Underaccrued 


Medicaid  (CFDA  #93.778)  providers  are  allowed  to  submit  claims 
for  services  up  to  one  year  after  the  date  of  service.  At  the  end  of 
each  fiscal  year,  department  personnel  estimate  the  liability  related 
to  services  provided  but  not  billed.  Department  personnel  record 
their  estimate  on  SB  AS  to  comply  with  state  accounting  policy. 
For  fiscal  year  1993-94,  department  personnel  underaccrued  Indian 
Health  benefits  of  $278,440.  Department  personnel  indicated  they 
recorded  the  accrual  using  the  amount  of  benefits  paid  during  the 
year  rather  than  the  estimated  benefit  liability.  This  error 
understates  expenditures  and  liabilities  by  $278,440  for  fiscal  year 
1993-94. 


Disallowed  Federal 
Expenditures  not 
Recorded 


Medicaid  (CFDA  #93.778)  regulations  require  states  to  pay 
Medicare  premiums  for  qualified  low  income  individuals.  In 
November  1991,  department  persoimel  discovered  the  premiums 
for  some  individuals  were  charged  entirely  to  the  General  Fund 
during  fiscal  years  1988-89  through  1990-91.   Approximately 
70  percent  of  these  costs,  or  $575,415,  should  have  been  charged 
to  the  federal  Medicaid  program.   The  department  charged 
$575,415  of  prior  year  buy-in  premium  expenditures  against  the 
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Medicaid  program  in  June  1991  and  reimbursed  the  General  Fund 
for  $575,415  in  June  1992. 

Federal  program  persoimel  performed  a  review  and  disallowed 
$261,757  of  the  $575,415  claim  because  federal  regulations  require 
states  to  file  claims  for  expenditures  within  two  years  after  the 
calendar  quarter  in  which  the  state  agency  made  the  expenditure. 
All  claims  prior  to  June  30,  1990  were  disallowed.   The 
department  recorded  the  disallowance  on  the  Health  Care  Finance 
Administration  quarterly  report  in  March  1994. 

Department  personnel  improperly  adjusted  SBAS  for  the 
disallowance  during  fiscal  year-end  1994-95  by  abating  current 
year  expenditures  in  both  the  General  and  Special  Revenue  Funds 
and  reducing  a  fiscal  year  1992-93  Medicaid  accounts  payable  in 
the  General  Fund.  The  department  reduced  expenditures  in  the 
General  Fund  because  personnel  incorrectly  believed  they  needed 
to  adjust  the  state  Medicaid  match.   Also,  because  the  correcting 
entry  occurred  three  years  after  the  original  transaction,  state 
accounting  policy  requires  the  correction  be  recorded  as  a  direct 
entry  to  fund  balance,  not  as  an  reduction  of  expenditures. 
Consequently,  expenditures  reported  on  the  Schedule  of  Budgeted 
Expenditures  and  Transfers  Out  for  the  fiscal  year  ended  June  30, 
1995  are  understated  by  $106,521  in  the  General  Fund  and 
$261,427  in  the  Special  Revenue  Fund. 

MPC  Weatherization  In  fiscal  year  1994-95,  the  department  entered  into  a  contract  with 

Program  the  Montana  Power  Company  (MPC)  to  administer  the  MPC 

Weatherization  program.   The  department  uses  program  funds  to 
provide  materials  and  labor  necessary  to  weatherize  the  homes  of 
eligible  recipients.  In  the  same  fiscal  year,  MPC  advanced  the 
department  $118,733  to  cover  expenditures  and  maintain  a  positive 
cash  balance  in  the  program.   According  to  the  contract,  the 
department  must  provide  weatherization  services  to  recipients  in 
order  to  retain  the  funds  received.   Any  remaining  balance  at 
contract  expiration  must  be  repaid  to  MPC. 

Department  personnel  recorded  the  advance  as  revenue  on  the 
accounting  records  in  fiscal  year  1994-95  instead  of  an  advance 
because  they  believed  the  department  would  provide  the  services 
shortly  after  receipt  of  the  funds.   State  accounting  policy  requires 
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revenue  be  recorded  when  funds  are  both  measurable  and  available. 
Because  the  moneys  were  advanced  to  the  department,  it  should 
have  been  recorded  as  an  advance  when  it  was  received.   As  such, 
the  advance  was  improperly  recorded  as  revenue  at  year-end. 
Special  Revenue  Fund  revenue  is  overstated  and  Accountability  for 
Advances  is  understated  by  $118,733  on  the  state  accounting 
records  at  June  30,  1995.   In  addition,  revenue  and  ending  fund 
balance  are  overstated,  by  the  same  amount,  on  the  Schedule  of 
Budgeted  Revenue  and  Schedule  of  Changes  in  Fund  Balance  for 
fiscal  year  ended  June  30,  1995. 

Asset  and  Liability  Department  personnel  distribute  federal  grant  revenues  among 

Overstated  appropriate  grant  programs  based  on  reports  generated  by  its  cost 

allocation  system.   Department  personnel  record  federal  revenue  in 
a  central  clearing  account  on  receipt.   At  fiscal  year-end, 
department  personnel  distributed  revenue  from  the  clearing 
account,  but  improperly  offset  the  distributions  against  Deferred 
Revenue  and  Due  from  Federal  Government.   This  offset  caused 
revenues  on  subsequent  cost  allocation  reports  to  be  understated. 
In  addition,  the  department  recorded  two  other  adjustment    • 
transactions  which  compounded  the  errors.   Based  on  our  analysis 
of  the  errors,  we  determined  the  Deferred  Revenue,  Due  from 
Federal  Govenmient,  and  revenue  accounts  are  overstated  by 
$6,552,236,  $6,317,685,  and  $234,551,  respectively,  in  the  Public 
Welfare  Special  Revenue  Fund  for  fiscal  year  1994-95.   This  fund 
is  used  to  account  for  federal  programs  such  as,  Medicaid  (CFDA 
#93.778),  AFDC  (CFDA  #93.560),  and  Food  Stamps  (CFDA 
#10.551).   Department  personnel  processed  a  correcting  entry  in 
October  1995. 


Itflnnmmendation  #14 

We  recommend  the  department  establish  procedures  to 
ensure  accounting  transactions  are  recorded  on  the  state's 
accounting  records  in  accordance  with  state  accounting  law 
and  policy. 
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Montana  _ 

Legislative  Legislative  Audit  Division 

>  otanCn  Scon  a.  Seacat,  Legislative  Auditor 


INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Department  of  Social 
and  Rehabilitation  Services  for  each  of  the  two  fiscal  years  ended  June  30,  1994  and  1995,  as 
shown  on  pages  A-5  through  A-12.  The  information  contained  in  these  financial  schedules  is 
the  responsibility  of  the  department's  management.   Our  responsibility  is  to  express  an 
opinion  on  these  financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards. 
Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance 
about  whether  the  financial  schedules  are  free  of  material  misstatement.   An  audit  includes 
examining,  on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial 
schedules.   An  audit  also  includes  assessing  the  accounting  principles  used  and  significant 
estimates  made  by  management,  as  well  as  evaluating  the  overall  financial  schedule 
presentation.  We  believe  that  our  audit  provides  a  reasonable  basis  for  our  opinion. 

As  described  in  note  1,  the  financial  schedules  are  presented  on  a  comprehensive  basis 
of  accounting  other  than  generally  accepted  accounting  principles.  The  schedules  are  not 
intended  to  be  a  complete  presentation  and  disclosure  of  the  department's  assets,  liabilities, 
and  cash  flows. 

In  our  opinion  the  financial  schedules  referred  to  above  present  fairly,  in  all  material 
respects,  the  results  of  operations  and  changes  in  fund  balances  of  the  Department  of  Social 
and  Rehabilitation  Services  for  the  two  fiscal  years  ended  June  30,  1994  and  1995,  in 
conformity  with  the  basis  of  accounting  described  in  note  1 . 

Respectfiilly  submitted. 


%,Z^As&i 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


October  5,  1995 
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DEPARTMENT  OF  SOCIAL  &  REHABILITATION  SERVICES 

SCHEDULE  OF  CHANGES  JN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1995 


FUND  BALANCE:  July  1,  1993 

ADDITIONS: 
Fiscal  Year  1993-94 
Budgeted  Revenue  &  Transfers  In 
Nonbudgeted  Revenue  &  Transfers  In 
Prior  Year  Revenue  Adjustments 
Prior  Year  Expenditure  Adjustments 
Support  From  State  of  Montana 
Cash  Transfers  In 

Fiscal  Year  1994-95 

Budgeted  Revenue  &  Transfers  In 

Nonbudgeted  Revenue  &  Transfers  In 

Support  From  State  of  Montana 

Cash  Transfers  In 

Prior  Year  Transfers  In  Adjustments 

Direct  Entries  to  Fund  Balance 

Total  Additions 

REDUCTIONS: 
Fiscal  Year  1993-94 
Budgeted  Expenditures  &  Transfers  Out 
Nonbudgeted  Expenditures  &  Transfers  Out 
Prior  Year  Transfers  Out  Adjustments 

Fiscal  Year  1994-95 
Budgeted  Expenditures  &  Transfers  Out 
Nonbudgeted  Expenditures  &  Transfers  Out 
Prior  Year  Transfers  Out  Adjustments 
Prior  Year  Expenditure  Adjustments 
Prior  Year  Revenue  Adjustments 
Direct  Entries  to  Fund  Balance 
Total  Reductions 

FUND  BALANCE:  June  30,  1995 


General  Fund 

Special 

Revenue 

Funds 

$(11,308,811) 

Enterprise 
Funds 

$         0 

$    0 

344,548 

179,807 

1,910 

3,328,597 

108,513,203 

351,268,599 

10,747 
12,739,644 
8.152,725 

4,153,124^ 

5,886^ 

447,553 

204,546 

115,795,780 

371,578,003 
12,942 

6,835,913^ 
(9,659i 
5.886^ 
754.747.924 

228.815.944 

5,886 

112,233,263 

138,254 

(3,452) 

355,665,063 

2,279 

(220,418) 

116,624,044 

(133,990) 

37,388 

(79,563) 

377,657,879 

(2,154) 

46,815 

1,574,490 

5,711,255 

5.886 

228.815.944 

740.435.209 

5.886 

S                     0 

S  3.003.904 

$ 0 

See  note  7 
See  note  8 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System. 
is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-10. 
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Developmental 
Eligtvelopraental   Disability 
Family     Deterisabi  lities     Advisory 
Assistance     Pr  Program      Council      Total 


PERSONAL  SERVICES 

Salaries 

$  1,247,581 

^, 

.  2,001,483 

$  60,490 

$  23,169,365 

Hourly  Wages 

3,163 

Employee  Benefits 

313.307 

1, 

532.886 

15.080 

6.350.179 

Total 

1.560.888 

L. 

2.534.369 

75.570 

29.522.707 

OPERATING  EXPENSES 

Other  Services 

2,121,666 

110,649 

8,789 

17,131,056 

Supplies  &  Materials 

93,076 

70,895 

1,113 

771,501 

Communications 

79,774 

61,759 

2,764 

1,504,668 

Travel 

120,274 

83,116 

24,172 

722,091 

Rent 

180,064 

130,788 

8,380 

1,826,274 

Utilities 

17,470 

56 

1,142 

22,387 

Repair  &  Maintenance 

37,497 

11,995 

1,186 

354,960 

Other  Expenses 

22.028 

10.875 

4.544 

454.234 

Total 

2.671.849 



480.133 

52.090 

22.787.171 

EQUIPMENT  AND  INTANGIBLE  ASSETS 

Equipment 

50,920 

172,942 

949,328 

Intangible  Assets 

17.448 

Total 

50.920 

172.942 

966.776 

GRANTS 

From  State  Sources 

40.212 

40.212 

Total 

40.212 

40.212 

BENEFITS  &  CLAIMS 

To  Individuals 

68,899,113 

39,142,267 

307,971 

439,254,339 

From  Federal  Sources 

(7) 

Total 

68.899.113 

39.142.267 

307.971 

439.254.332 

TRANSFERS 

Accounting  Entity  Transfers 

1.053.192 
1,053.192 

1.000 

16.718 
16.718 

1.705.196 

Total 

1.000 

1.705.196 

DEBT  SERVICE 

Loans 

206 

5,428 

Installment  Purchases 

8 

101 

Total 

214 



5.529 

TOTAL  PROGRAM  EXPENDITURES 

$74,236,176 

S5, 

^2.370.923 

$452,349 

$494,281,923 

GENERAL  FUND 

Budgeted 

$16,721,591 

17,977,884 

$120,675,887 

Actual 

16.512.120 

17.959.845 

116,624.044 

Unspent  Budget  Authority 

$   209.471 

18.039 

$  4.051.843 

SPECIAL  REVENUE  FUND 

Budgeted 

$60,754,801 

$5, 

25,008,186 

$489,962 

$389,750,433 

Actual 

57.724.056 

5, 

24.411.078 

452.349 

377.657.879 

Unspent  Budget  Authority 

$  3.030.745 

*=^ 

597.108 

$  37.613 

$  12,092.554 

This  schedule  is  prepared  from  the  Statewide  Budgetir 


19.)98  605.366 


PERSONAL  SERVICES 
Salaries 

Employee  Benefits 
Total 

OPERATING  EXPENSES 
Other  Services 
Supplies  &  Materials 
Conriuni cat  ions 
Travel 
Rent 

Utilities 

Repair  &  Maintenance 
Other  Expenses 
Total 


Visual    Developmental 
Fami   Services    Disabilities 
Assist   Program      Program 


$  1,114 
302 


$  418,799 
112.333 


1,774 


6,824 
16,785 
12,539 
28,408 
32,346 

1^ 

36  2,619 

12;  2.825 

2.233  102.346 


$  1,126,425 
278,598 


1.4T7    531.132     1.405.023 


89,883 
20,902 
56,822 
60,128 
100,881 

33,366 

13.412 

375.394 


Developmenta 

Disabi lity 

Advisory 

Counci I 

Total 

$  60,201 

$  21,383,175 

14.548 

5.894.256 

74.749 

27.277.431 

5,663 

20,865,720 

2,856 

617,465 

3,329 

1,425,513 

21,615 

644,627 

9,493 

1,689,642 

18,977 

2,616 

308,790 

3.832 

494.355 

26.065.089 


EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Intangible  Assets 
Total 

GRANTS 

From  State  Sources 
Total 

BENEFITS  &  CLAIMS 
To  Individuals 
From  Other  Sources 
Total 


203 
2 


2,283 


6,581 


6.581 


26.936 


26.936 


68,452i    795,322    36,386,042 


68.452    795.322    36.386.042 


331,193 
331.193 


811,023 

47.781 

858.804 


26.936 
26.936 


410,564,293 
1.408 


TRANSFERS 
Accounting  Entity  Transfers 
Total 

DEBT  SERVICE 
Loans 
Leases 

Installment  Purchases 
Total 

TOTAL  PROGRAM  EXPENDITURES 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 


9761 


1.000 


1.000 


$  325,000  $16,114,027 

$16,127    315.615  16.094.109 

16.031  $    9.385  $    19.918 

$    95  


$1,158,882  $23,205,139 

$60,349  1.115.468  22.145.225 

57.266  $   43.414  $  1.059.914 

$  3.083  


2.953.559 
2.953.559 


18,179 

2,019 

130.608 


$73.298  $1.431.083   $38.239.334    $465.005    $467.898.326 


$113,984,851 

112.233.263 

$  1.751.588 


$370,184,232 

355.665.063 

$  14.519.169 


This  schedule  is  prepared  from  the  Statewii 
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DEPARTMENT  OF  SOCIAL  &  REHABILITATION  SERVICES 

SCHEDULE  OF  ADDITIONS  &  REDUCTIONS 

TO  THE  CHILD  SUPPORT  AGENCY  FUND 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1995 


CHILD  SUPPORT  PAYMENTS  TO  BE 

DISTRIBUTED  AT  JULY  1,  1993  $   378.247 

ADDITIONS: 

Fiscal  Year  1993-94  27,607,962' 

Fiscal  Year  1994-95  32.792.318 

Total  Additions  60.400.280 

REDUCTIONS: 

Fiscal  Year  1993-94  27,524,484 

Fiscal  Year  1994-95  32.293.338 

Total  Reductions  59.817.822 

CHILD  SUPPORT  PAYMENTS  TO  BE 

DISTRIBUTED  AT  JUNE  30,  1995  $   960.705 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional 
information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-10. 
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Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1995 


1.         Sinnmaiy  of  Significant 
Accounting  Polides 


Basis  of  Aocountiiig 


The  department  uses  the  modified  accrual  basis  of  accounting,  as 
defined  by  state  accounting  policy,  for  its  Governmental  and 
Agency  Funds.   In  applying  the  modified  accrual  basis,  the 
department  records: 

Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department 
incurs  the  related  liability  and  it  is  measurable. 

Expenditures  may  include:  entire  budgeted  service  contracts  even 
though  the  department  received  the  services  in  a  subsequent  fiscal 
year;  goods  ordered  with  a  purchase  order  before  fiscal  year-end, 
but  not  received  as  of  fiscal  year-end;  and  equipment  ordered  with 
a  purchase  order  before  fiscal  year-end. 


Basis  of  Presentation 


Governmental  Funds 


The  financial  schedule  format  is  in  accordance  with  the  policy  of 
the  Legislative  Audit  Committee.   The  financial  schedules  are 
prepared  from  the  Statewide  Budgeting  and  Accounting  System 
without  adjustment.   Accounts  are  organized  in  funds  according  to 
state  law.  The  department  uses  the  following  fiinds: 

General  Fund  -  to  account  for  all  financial  resources  exceptthose 
required  to  be  accounted  for  in  another  fund. 

Special  Revenue  Fund  -  to  account  for  proceeds  of  specific 
revenue  sources  legally  restricted  to  expenditures  for  specific 
purposes.  The  majority  of  the  activity  recorded  in  the  department's 
Special  Revenue  Funds  include  federal  grants  such  as  Medicaid, 
Food  Stamps,  Aid  to  Families  with  Dependent  Children,  Low 
Income  Home  Energy  Assistance  Program,  Vocational  Rehabilita- 
tion, and  Child  Support  Services. 
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Fiduciary  Funds 


Agency  Fund  -  to  account  for  assets  held  by  the  state  in  a  trustee 
capacity  or  as  an  agent  for  individuals,  private  organizations,  other 
governments  or  other  funds.   The  Agency  Fund  is  used  to  account 
for  child  support  payments  collected  on  behalf  of  children.  The 
money  is  distributed  to  the  custodial  parent  or  guardian. 


Annual  and  Sick  Leaye 


Employees  at  the  department  accumulate  both  annual  and  sick 
leave.   The  department  pays  employees  for  100  percent  of  unused 
annual  and  25  percent  of  unused  sick  leave  credits  upon 
termination.   Accumulated  unpaid  liabilities  for  aimual  and  sick 
leave  are  not  reflected  in  accompanying  financial  schedules.   The 
department  absorbs  expenditures  for  termination  pay  in  its  aimual 
operational  costs.   At  June  30,  1994  and  at  June  30,  1995,  the 
department  had  a  liability  of  $2,991,370  and  $3,399,026, 
respectively. 


Pulsion  Plan 


Employees  are  covered  by  the  Montana  Public  Employees'  Retire- 
ment System.   The  department's  contribution  to  this  plan  was 
$1,771,444  in  fiscal  year  1993-94  and  $1,616,025  in  fiscal  year 
1994-95. 


Goieral  Fond  Balance 


The  General  Fund  is  a  statewide  fund.   Agencies  do  not  have  a 
separate  General  Fund  since  their  only  authority  is  to  pay  obli- 
gations from  the  statewide  General  Fund  within  their  appropriation 
limits.   Thus,  on  an  agency's  schedules,  the  General  Fund 
beginning  and  ending  fiind  balance  will  always  be  zero. 


Food  Stamp/Food 
Conunodities 


The  department  has  contracted  with  an  issuing  agent  in  California 
to  mail-issue  all  food  stamps.   This  issuing  agent  is  responsible  for 
the  storage  and  distribution  of  all  food  stamp  coupons.  The  state  is 
liable  for  food  stamp  coupons  held  and  distributed  by  the  issuing 
agent.   The  department's  estimated  share  of  food  stamps  held  in 
inventory  by  the  agent  is  $28,207,605.  The  department  authorized 
the  issuance  of  food  stamps  valued  at  $55,413,520  in  fiscal  year 
1993-94  and  $57,290,523  in  fiscal  year  1994-95.   The  department 
had  title  to  $1,837,234  of  food  commodities  inventory  at  June  30, 
1995,  stored  in  a  leased  warehouse.   The  department  issued  food 
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Notes  to  the  Finanrial  Schedules 


commodities  valued  at  $4,372,877  in  fiscal  year  1993-94  and 
$4,243,412  in  fiscal  year  1994-95. 


6.         Subsequent  Eyrats 


The  54th  Legislature  created  the  Department  of  Public  Health  and 
Human  Services  and  abolished  the  Department  of  Social  and 
Rehabilitation  Services  effective  July  1,  1995.   The  DPHHS 
administers  all  programs  previously  administered  by  SRS. 


7.         Cash  Transfers  In 


The  Schedule  of  Changes  in  Fund  Balance  contains  cash  transfers 
in  in  the  Special  Revenue  Fund  of  approximately  $4.2  million  and 
$6.8  million  in  fiscal  years  1993-94  and  1994-95,  respectively. 
These  cash  transfers  in  are  composed  primarily  of  bed  tax 
assessments  levied  against  nursing  homes  by  the  Department  of 
Revenue.   Once  collected,  the  Department  of  Revenue  transfers  the 
nursing  home  bed  tax  receipts  to  the  Department  of  Social  and 
Rehabilitation  Services  to  be  used  as  match  for  the  Medicaid 
program. 


8.         Enterprise  F^uid 


The  department  complied  with  legislative  directives  to  transfer  the 
Oiild  Support  Enforcement  program  activities  from  the  Enterprise 
Fund  to  the  Special  Revenue  Fund.   The  department  eliminated  the 
Enterprise  Fund  with  a  direct  entry  to  fiind  balance  of  $5,886  in 
fiscal  year  1993-94. 
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DEPARTMENT  OF 
PUBLIC  HEALTH  AND  HUMAN  SERVICES 


MARC  RACICOT 
GOVERNOR 


PETER  S.  BLOUKE,  PhD 
DIRECTOR 


STATE  OF  MONTANA 


Scott  A.  Seacat 
Legislative  Auditor 
State  Capitol 
Helena  MT   59620 


January  22,  1996 


OS  (g 


C'  ^Tf\/r 


AUDr 


Dear  Mr.    Seacat: 

Enclosed  is  the  Department  of  Social  and  Rehabilitation  Services 
written  reply  to  the  audit  report  for  the  two  state  fiscal  years 
ending  June  30,  1995.  A  computer  disk  with  the  responses  is  also 
included  along  with  two  copies  of  the  draft  report. 

If  you  have  any  questions  concerning  the  responses  please  contact 
Bill  Wells  or  Eric  Merdinger  of  my  staff. 

Sincerely, 


Peter  Blouke,  Director 


File:   A:\recommen 
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■AN  EQUAL  OPPORTUNITY  EMPLOYER" 


Recommendation  #1 

We  recommend  the  department : 

A.    Resolve  disputed  drug  rebate  amounts  in  a  timely  manner. 

Concur: 

The  Medicaid  program  has  averaged  a  collection  rate  of 
more  than  90%  for  each  quarter.  The  current  uncollected 
rebate  balance  is  $1,038,192.  This  amount  represents 
current  unpaid  invoice  amounts,  disputes,  unrecorded  HCFA 
Prior  Period  Adjustments  (PPA) ,  unrecorded  utilization 
adjustments  and  unrecorded  manual  adjustments.  The 
program  does  not  expect  to  collect  the  entire  outstanding 
balance.  This  is  due  to  the  unrecorded  adjustments  and 
the  expectation  to  "write  off"  amounts  which  have  been 
incorrectly  invoiced  to  manufacturers. 

The  Medicaid  program  has  implemented  the  following 
programs  to  assist  with  the  collection  of  rebates  from 
pharmaceutical  manufacturers: 

1.  A  pharmacy  Point  of  Sale  system  was 
implemented  on  9/1/94  that  verifies  drug 
termination  dates,  drug  expiration  dates  and 
the  validity  of  the  National  Drug  Codes  (NDC) . 

2.  Internal  audits  were  conducted  by  the 
department's  audit  unit  on  8/1/94.  These 
audits  focused  on  the  top  ten  disputing 
manufacturers.  The  audits  help  demonstrate 
the  accuracy  of  Montana  Medicaid  pharmacy 
data. 

3.  External  organizations  were  sent  pharmacy  paid 
claims  data  the  fall  of  1995.  These 
organizations  work  with  selected 
pharmaceutical  manufacturers  to  help  settle 
disputes.  There  is  no  charge  to  the  state  for 
this  service. 

4.  Internal  settlement  of  rebate  disputes. 

5.  Program  modifications  were  requested  in  1995 
to  allow  claim  adjustments  to  be  included  in 
invoice  detail. 

6 .  Developed  an  internal  tracking  system  to 
monitor  HCFA  PPA' s  to  avoid  duplicate  billing 

of  PPA's. 
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B. 


Establish  procedures  to  charge  interest  on  past  due  drug 
rebates  as  allowed  by  federal  regulations. 


Concur: 


The  rebate  system  was  modified  in  the  spring  of  1995  to 
allow  interest  received  from  manufacturers  to  be  recorded 
and  accounted  for  as  a  separate  line  item.  Manufacturers 
are  responsible  for  calculating  interest  charges  and 
states  are  responsible  for  tracking  it. 

The  Department  has  surveyed  all  50  state  Medicaid 
pharmacy  programs  to  determine  which  states  have 
systematic  procedures  for  calculating,  verifying  and 
imposing  interest  on  past  due  rebates.  The  rebate  system 
for  these  states  will  be  reviewed  to  determine  the 
possibility  of  incorporating  a  similar  application  into 
the  Montana  rebate  system. 


Recommendation  #2 

We  recommend  the  department : 

A.  Properly  account  for  the  medical  costs  of  the  Refugee 
Resettlement  program. 

Concur : 

B.  Reimburse  the  General  Fund  for  its  share  of  medical  costs 
which  should  have  been  charged  to  the  Refugee  Resettlement 
program. 

Concur: 

Recommendation  #3 

We  recommend  the  department : 

A.  Establish  procedures  to  ensure  all  federal  expenditures  are 
properly  reported  and  billed  in  a  timely  manner. 

Concur: 

Procedures  have  been  established. 
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Recommendation  #4 

We  recommend  the  department : 

A.  Specify  in  the  issuing  agent's  contract  the  method  to  be  used 
in  calculating  the  state's  ownership  interest  in  the  food 

stamp  inventory. 

Concur: 

The  current  contract  will  be  amended  to  include 
methodology  to  calculate  Montana's  percent  of  food  stamp 
usage  for  determining  ownership  interest  on  June  30, 

1996. 

B.  Require  its  issuing  agent  to  include  Montana  as  an  additional 
insured  for  food  stamp  inventories  located  in  its  secured 

warehouse . 

Concur: 

The  department  agrees  and  will  implement  the 
recommendation  immediately. 

C.  Consider  requiring  its  issuing  agent  to  obtain  an  annual 
independent  review  to  ensure  the  agent's  accounting  controls 

are  adequate. 

Concur: 

The  department  will  require  annual  independent 
performance  audits  in  all  future  contracts  and  if  during 
the  current  contract  period  the  department  finds  it 
necessary  to  reopen  the  bid  process  for  other  reasons, 
then  the  annual  independent  performance  audit  requirement 
will  be  added  to  the  current  contract.  The  department 
will  continue  to  maintain  the  current  audit  schedule  for 
this  service  provider  using  available  department  staff. 

Recommendation  #5 

We  recommend  the  department : 

A.  Monitor  providers'  compliance  with  the  Personal  Care  Services 
program  standards  in  a  timely  manner  and  follow-up  on  reported 
instances  of  noncompliance  to  ensure  services  are  provided 
within  the  program  rules . 


Concur: 


The  Department  developed  new  rules  for  this  program 
effective  June  30,  1995.  The  new  rules  state  the 
compliance  standards,  the  compliance  review  schedules  and 
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the  possible  sanctions  if  a  provider  does  not  meet  the 
standards.  We  are  currently  training  our  field  staff  to 
conduct  these  compliance  reviews  by  having  the  field 
staff  participate  with  state  office  staff  in  the  first 
round  of  reviews  in  accordance  with  the  rules.  For  all 
agencies,  this  means  their  first  review  is  within  90  days 
of  starting  services  or  when  they  have  at  least  15 
clients,  whichever  comes  first.  Field  staff  will  conduct 
all  future  reviews.  It  will  be  the  responsibility  of  the 
field  staff  to  follow-up  on  reported  instances  of 
noncompliance . 

Recommendation  #5  (con't) 

B.    Monitor  incidents  and  complaints  in  the  Personal  Care  Services 
program  in  a  timely  and  on-going  manner. 

Concur: 

The  Department  will  monitor  complaints  in  the  manner 
stated  in  the  administrative  rules  and  will  expect 
providers  to  respond  to  complaints  as  outlined  in  the 
Personal  Care  Services  manual,  section  306.  The 
Department  will  monitor  incidents  by  receiving  incident 
reports  of  serious  occurrences,  as  outlined  in  the 
Personal  Care  Services  manual,  section  311.  It  must  be 
noted  that  in  the  previous  single  agency  contract  the 
provider  defined  what  was  to  be  reported  by  its  employees 
as  incidents.  Many  of  the  incident  reports  under  that 
system  dealt  with  reports  regarding  employee /employer 
issues  rather  than  issues  important  for  the  Department  to 
learn  of.  Under  the  new  multiple  provider  system,  the 
Department  has  determined  that  reportable  incidents 
consist  of  "serious  occurrences  or  incidents  that  involve 
recipients  or  effect  the  provider  agency's  ability  to 
deliver  services" .  Because  of  the  change  in  the 
responsibilities  and  duties  of  the  field  staff,  we  will 
have  adequate  staff  to  follow-up  on  complaints  and 
serious  incident  reports  as  they  occur.  All  ARM  and  PCS 
Manual  cites  are  available  at  the  department. 

Recommendation  #6 

We  recommend  the  department : 

A.    Comply  with  cash  draw  requirements  in  the  Cash  Management 
Improvement  Act  agreement. 

Concur: 

We  are  now  in  compliance  with  CMIA. 
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Recommendation  #6  (con't) 

B.    Provide  appropriate  training  to  employees  responsible  for 
performing  federal  cash  draws. 


Concur: 


Meetings  have  been  held  with  Department  of  Administration 
and  staff  have  been  trained. 


Recommendation  #7 

We  recommend  the  department : 

A.    Establish  procedures  to  ensure  complete,  accurate,  and  timely 
reporting  in  accordance  with  grant  and  contract  requirements. 


Concur; 


Division  and  council  personnel  have  developed  a  format 
for  reporting  final  contract  status.  The  division  has 
retroactively  submitted  the  reports  and  will  continue  to 
report  in  the  agreed  upon  written  form  within  time 
guidelines  for  report  submission  as  detailed  in  grant  and 
contract  requirements. 


Recommendation  #8 

We  recommend  the  department : 

A.  Ensure  established  procedures  are  adequate  to  submit  an 
accurate  and  complete  Schedule  of  Federal  Financial  Assistance 
to  the  Governor's  Office. 

Concur: 

Recommendation  #9 

We  recommend  the  department : 

A.    Pay  the  correct  benefit  amount  to  Low  Income  Energy  Assistance 

Program  recipients. 

Concur: 
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Recommendation  #10 

We  recommend  the  Committee  on  Telecommunications  Services  for  the 

Handicapped : 

A.    Consider  seeking  legislation  to  give   (rather  than  loan) 
eligible  people  specialized  telecommunications  equipment. 


Concur: 


The  MTAP  subcommittee  responsible  for  determining 
eligibility  and  equipment  needs  of  clients  served  will  be 
meeting  in  the  near  future  for  the  purpose  of  addressing 
this  recommendation  and  proposing  possible  legislative 
action  which  could  change  the  "loan"  requirement  in  the 
law. 


Recommendation  #11 

We   recommend   the   Montana   Telecommunications   Access   Program 

Committee : 

A.  Adopt  administrative  rules. 

Concur ; 

The  MTAP  subcommittee  responsible  for  rules  will  be 
meeting  soon  to  formalize  the  administrative  rules  as 
required  by  law.  This  process  is  considered  top  priority 
and  will  be  completed  in  the  near  future. 

B.  Establish   and   implement   a   "means   test"   to   determine 

eligibility. 

Concur: 

The  MTAP  subcommittee  responsible  for  eligibility  and 
equipment  distribution  will  be  working  toward  making  a 
recommendation  on  this  issue  for  consideration  by  the 
next  legislative  session. 

C.  Collect  an  appropriate  security  deposit  for  equipment. 

Concur: 

The  MTAP  subcommittee  responsible  for  rules  and  equipment 
distribution  will  be  working  toward  making  a 
recommendation  on  this  issue  for  consideration  by  the 
next  legislative  session. 
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Recommendation  #12 

We  recommend  the  department : 

A.    Establish  procedures  to  ensure  its  federal  special  revenue 
account  is  reconciled  at  each  fiscal  year-end. 


Concur : 


As  part  of  agency  reorganization  the  department  is 
restructuring  the  accounting  system  to  utilize  individual 
accounting  entities  to  record  federal  activity  by  CFDA 
number.  This  action  in  conjunction  with  strong 
procedures  and  continuous  monitoring  will  result  in  zero 
fund  balances  at  SFYE .  The  old  accounting  entity  03276 
will  be  reconciled  and  deleted  (during  SFY97) . 


Recommendation  #13 

We  recommend  the  department : 

A.  Reconcile  and  properly  resolve  the  differences  for  payments 
authorized  by  the  child  support  system  to  the  payments 
disbursed  by  the  AFDC  computer  system. 

Concur: 

Recommendation  #14 

We  recommend  the  department : 

A.  Establish  procedures  to  ensure  accounting  transactions  are 
recorded  on  the  state's  accounting  records  in  accordance  with 
state  accounting  law  and  policy. 

Concur : 
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